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Teacher Presentation Series 7

Standard 7.  Borrowing Money
Lesson 7.1  Remember the Interest

Handout 7.1.1 ñ Borrow, Do Not Borrow

Lesson 7.2  Itõs in Your Interest

Handout 7.2.1 ñTypes of Lenders

Lesson 7.3  Your Credit Score

Handout 7.3.1 ñ Making a Loan

Lesson 7.4 Consumer Credit Legislation

Handout 7.4.1 ñ Protecting Your Rights



Identify and analyze sources of credit (e.g., financial 
institutions, private lenders, and retail businesses) and 
credit products (e.g., student loans, credit cards, and 
car loans).  

Identify standard loan practices, predatory lending 
practices (e.g., rapid tax return, rapid access loans, and 
payday loans), and legal debt collection practices.  

Explain the importance of establishing a positive credit 
history (e.g., maintaining a reasonable debt to income 
ratio), describe information contained in a credit 
report, and explain the factors that affect a credit 
score (e.g., the relationship between interest rates and 
credit scores).

Explain how the terms of a loan (e.g., interest rates, 
fees, and repayment schedules) affect the cost of 
credit.
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Remember the Interest

Standard 7. 1 

Borrowing Money



Explain why people borrow money.

Identify the rights and responsibilities of 

borrowing money.

Demonstrate appropriate situations to 

borrow money.

Evaluate the impact of borrowing money.
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Payoff
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Down Payment

Rik wanted his parents to buy him a new 

truck.  

His mom told him to ògo pick out one 

and we will see how much it really costs 

to buy that new truck.ó    

Rik went online and the one he wanted 

was only $28,800 suggested price, with a 

$2,000 rebate. 
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Down Payment

In 72 months, he figured he could pay it 

off at $375 a month. $26,800/ 72= $347, 

plus  a little interest, would bring it to 

about $375/month.

Is Rik right?



Credit

Collateral

Comparison Shopping

Interest

Installment Credit

Interest Rate

Loan Agreement

Mortgage
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Cache



Secured Credit

Non-installment Credit

Unsecured Credit

8© 2008. Oklahoma State Department of Education. All rights reserved. 

Cache



How are you going to pay your tuition 

when you head off to college?

Where will you get the money to get the 

car you need to travel back and forth to 

classes?

How much more is it going to cost you if 

you have to get your money from other 

sources to do these things?
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Building Interest



Borrowing Money

Interest is payment for using someone 

elseõs money.

Percentage charged is the interest rate.  
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Interest and other 

fees increase your cost 

of borrowing, but they 

also make it possible 

for lenders to stay in 

business.



Why People Borrow 

Money?

People borrow because they need a way 

to make òbig ticketó purchases.

Borrow money when you are investing 

in the future ðnot just to buy something 

you want now.

Borrowing to make minor purchases is a 

sure way to overspend or generate 

more debt than you can manage.
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Rights and Responsibilities

of Borrowing Money 

Loans have loan 

agreements, a 

contract 

requiring both 

parties to do 

exactly what is 

stated in the 

document.
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Rights and Responsibilities 

of Borrowing Money 
Basic components of a loan agreement include:

ÅAmount-ðthe exact amount you are 

borrowing.

ÅInterest Rateð-the rate of interest you will be 

charged.

ÅPaymentð-the exact payback amount and the 

frequency of payments (weekly, monthly, 

annually, etc.).

ÅPrepayment-ða clause allowing you to make 

additional payments to pay off the loan faster.
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Rights and Responsibilities 

of  Borrowing Money 

Basic components of 

a loan agreement 

include:
ÅLate fees ðThe 

additional amount 

owed if you are late 

with a payment.

ÅDefault ðWhat 

happens if you fail to 

make the payments.
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Different Kinds of Credit

Four types of credit are: 

Åsecured credit,

Åunsecured credit,

Åinstallment credit, and 

Ånon-installment credit.

Secured credit is backed by 

collateral as the lender has less risk 
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Different Kinds of Credit

Unsecured credit:

ÅLender loans you money based on 

your willingness and your ability to 

repay the money.

ÅResults in more risk for the lender.

ÅIf the loan is not repaid, the lender 

can sue for the balance.
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Different Kinds of Credit

Installment credit:

ÅCan be either secured  or unsecured. 

ÅRequires regular, periodic payments to 

repay the full amount of the loan, plus 

interest.

ÅCalled òopen endedó or òrevolvingó 

creditó and each payment reduces the 

amount owed and allows you to 

borrow more.
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Different Kinds of Credit

Non-installment 

credit:

ÅCan be secured or 

unsecured.  

ÅRequires you to pay 

back the entire amount 

by a specific date. 

ÅExamples: cell phone, 

doctorõs, or cable bill
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Financial Impact

When debt rises: 

ÅBecomes difficult to make monthly payments.  

ÅMissing or late payments have a negative effect 

on your ability to get additional credit.  
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ÅCould end up 

paying higher 

interest rates than 

people with good 

credit.



Buying everything on 

credit reduces the 

amount of money you 

have available for 

future purchases. 

Before borrowing, 

think about the hours 

you will need to work 

and the years it will 

take to pay off the loan.  
20
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Earnings



Borrowing money is based on a contractual 

agreement.  

Failing to make payments or defaulting on a 

loan will have a long-term negative impact 

on your ability to get credit for many years. 

Depending upon the terms of the loan 

agreement, you may end up paying more for 

the sale item than when making the 

purchase for cash at the full price.
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Earnings



Explain the difference between 

secure and unsecured credit.

Why do people borrow money?

Why do you need to read your loan 

agreement?
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Balance Sheet



Rikõs computations are not right! 

When he talked to the new truck manager, 

the payments were $100 more than he 

calculated.  

$475 x 72 is over $34,000.

At $375 a month, it would take 8 years to 

pay it off and the total cost of the truck 

would be more than $37,000.  

Rik decided he would continue to drive   

Dadõs truck.
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Paid in Full



Handout 7.1.1 Borrow, Do Not 

Borrow
If you were going to summarize the 

logic you used in deciding when or 

when not to borrow in this exercise, 

what would you say?
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